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INTRODUCTION. 

With the one exception of real estate, railways are the 
most productive source of revenue for our state and local 
governments. Owing to the complex organization of 
the industry, the problem of the method to be employed 
in securing this revenue has been a difficult one, resulting 
in the trial of many and devious methods. It was said a 
quarter of a century ago that "there is no method of taxa- 
tion possible to be devised which is not at this time ap- 
plied to railroad property in some part of this country." 
The two most noticeable methods employed is the ad 
valorem tax and the tax on earnings. Although many 
modifications of the tax on earnings have been tried, of 
these that upon gross earnings has been the most gener- 
ally accepted. 

The origin of this tax is difficult to trace. While it 
may have been suggested by the tax on gross premiums 
of insurance companies, it is more probably a descendant 
of the old tax on stage coaches in England. It was first 
applied to railways in the charter tax of the Illinois Cen- 
tral Railway, and has been in operation on that road since 
1 85 1. Suggestions for its adoption were subsequently 
made in other states, and in 1854 it was made the sole 
method of taxing railway property in Wisconsin. 

Since its first employment the system has had a varied 
career. It was employed for a short time in Iowa, but 
was soon declared unconstitutional; in 1873 it was 
adopted in Minnesota; in 1874, in Michigan. Other 
states have since adopted it, some, as for instance, 
Vermont, putting it on the same footing as, and permit- 
ting its substitution for, the ad valorem tax. In others 
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the tax on gross earnings is used as a supplement to a 
property tax, and in still others as a method of securing 
revenue to pay the expenses of the State Railroad Com- 
mission. 

This essay is an historical and a critical study of the 
tax. on gross earnings as it developed in Wisconsin, with 
side lights from the experience of other states. To sup- 
plement and contrast with the operations of the tax on 
gross earnings, a chapter on the typical workings of the 
most prominent form of the ad valorem method is intro- 
ducedi 



